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About this report
The Australian Conservation Foundation (ACF), CHOICE and 
the Australian Council of Social Service (ACOSS) have come 
together to investigate responses to climate change that 
deliver real and immediate outcomes for Australian households 
and the environment in an efficient and equitable manner.
This report first identifies trends, issues and principles 
about energy costs and consumption. It next identifies the 
substantial benefits available from energy efficiency and 
other effective responses to climate change. The following 
part identifies market failures and possible policy responses. 
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•	Low income earners tend to live in areas more likely to be adversely affected by 
climate change,	and	have	far	less	ability	to	move	or	make	other	necessary	adjustments	
to	their	living	circumstances.
•	On average, low income earners spend a greater proportion of total weekly 
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demanded	does	not	change	much	with	the	price	change).	At	the	lower	end	of	the	income	
range,	price	is	a	blunt,	regressive	and	unreliable	tool	for	demand	control.	










Policy responses and recommendations
There	are	many	possible	policy	responses	to	climate	change	that	might	be	considered	and	
supported	by	government.	We	are	concerned	here	only	with	two	approaches.	
































efficiency is the 
quickest and 




Recommended government policy responses
A
Improve energy efficiency for households by addressing 
awareness and behaviour, home modifications, standards for 



















Implement an equitable and efficient emissions trading 
scheme that drives emission reduction. A well designed 
emissions trading scheme should have environmental integrity, 



















































































affect low income 
households”
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Issues and trends in 
consumption and cost




















Third 20  
per cent
Fourth 20  
per cent
Fifth 20  
per cent Average
Mean gross household 
income $/wk 2003–04
263 555 930 1,385 2,512 1,128
Total expenditure on goods, services $/wk
1998–99 342.85 482.58 648.04 851.03 1171.4 698.97
2003–04 413.32 603.64 859.38 1090.32 1499.18 892.83
Water, sewage 
1998–99 $/week 3.89 4.55 5.71 6.92 8.5 5.91
 % expenditure 1.13 0.94 0.88 0.81 0.73 0.85
2003–04 $/week 3.71 4.48 5.77 6.84 9.12 5.98
 % expenditure 0.90 0.74 0.67 0.63 0.61 0.67
Energy supply — electricity and gas9
1998–99 $/week 12.85 15.87 17.72 19.85 23.08 17.87
 % expenditure 3.75 3.29 2.73 2.33 1.97 2.56
2003–04 $/week 16.4 20 23.27 25.46 31.68 23.59
 % expenditure 3.97 3.31 2.71 2.34 2.11 2.64
Transport fuel
1998–99 $/week 11.92 19.38 26.91 33.75 40.27 26.43
 % expenditure 3.48 4.02 4.15 3.97 3.44 3.78
2003–04 $/week 14.76 24.05 34.89 41.59 48.94 32.83
 % expenditure 3.57 3.98 4.06 3.81 3.26 3.68
Total energy, water and transport
1998–99 $/week 28.66 39.8 50.34 60.52 71.85 50.21
 % expenditure 8.36 8.25 7.77 7.11 6.13 7.18
2003–04 $/week 34.87 48.53 63.93 73.89 89.74 62.4













































































































Household type Utility adjusted carbon costs 
additional annual expenditure 
($2006 dollars)
Utility adjusted carbon costs —  
% of annual expenditure  
($2006 dollars)
Carbon price — per tonne $25 $50 $25 $50
Household with children where 
government benefits exceed 
30% of income
417.3 834.5 1.0 2.0
Retired Age Pension households 331.2 662.5 1.2 2.4
Unemployed households 596.3 1192.5 1.6 3.2
Poor households 596.4 1192.8 2.3 4.6
Double income no children 1332.9 2665.7 0.3 0.6











































































Revenue raised through the sale of emissions 



























Impact of CO2 price on household cost 
— cost increase per unit and (per cent 
increase)







Electricity c/kWh @ $10/t CO2e @ $30/t CO2e @ $50/t CO2e ($/year)
c
NSW/ACT 1.07 12.5 1.07 (9%) 3.20 (26%) 5.34 (43%) 240
Vic 1.33 14.5 1.33 (9%) 3.98 (27%) 6.63 (46%) 220
Qld 1.05 13 1.05 (8%) 3.14 (24%) 5.23 (40%) 230
SA 1.04 18 1.04 (6%) 3.13 (17%) 5.21 (29%) 190
WA 0.94 14.8 0.94 (6%) 2.81 (19%) 4.68 (32%) n/a
Tas 0.06d 13.5 0.06 (0.4%) 0.18 (1%) 0.3 (2%) 18
NT 0.72 16 0.72 (5%) 2.15 (13%) 3.58 (22%) 173
Green Power 0 ~20 0 0 0 0
Natural gas $/GJ $10/t CO2e $30/t $50/t ($/year)ce
NSW/ACT 68.0 18 0.68 (4%) 2.04 (11%) 3.40 (19%) 15
Vic 63.4 10.5 0.63 (6%) 1.90 (18%) 3.17 (30%) 84
Qld 64.2 25 0.64 (3%) 1.93 (8%) 3.21 (13%) 2
SA 71.2 20 0.71 (4%) 2.14 (11%) 3.56 (18%) 30
WA 60.0 21 0.60 (3%) 1.80 (9%) 3.00 (14%) 21
Transport CO2e/L $/L $10/t CO2e $30/t $50/t $/year
f
Petrol 2.64 1.25 0.03 (2%) 0.08 (6%) 0.13 (11%) 190
LPG 1.82 0.50 0.02 (4%) 0.05 (11%) 0.09 (18%) 170
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Substantial potential 

















Energy and water efficiency can maintain and 














































































































Lighting Energy efficient lighting is extremely cost effective. Switching from incandescent to 
compact fluorescent (CFL) lighting in an average home shifts consumption from 850 kWh 
per annum (p.a) to 212 kWh p.a. Typical lamp running hours per year for a home are approx 
10,000 hours total (equivalent to five lights each running 2000 hours p.a). So, annual 
savings on electricity would be around $75 for an outlay of between $3–8 for each lamp. A 
typical household would buy about seven incandescent lamps each year (cheap ones cost a 
total of about $4 p.a). CFLs would require two replacement lamps p.a costing say $14. So the 
increase in capital cost each year is $10. Net annual saving is therefore $65. Measures such 
as switching off lamps that aren’t needed could further increase savings.
Refrigeration Using best technology, average household electricity use for refrigeration would fall 
from 1300 to 300 kWh p.a, saving around $110 p.a. New high efficiency appliances for the 
household would cost around $300 more (probably less) but last 20 years, so annualised 
extra capital cost is $15. Net annual saving is $95. Removal of or switching off non-essential 
second refrigerators would further increase savings.
Hot water 
systems
It has been assumed that in 2030, 60 per cent of homes will have gas and 40 per cent solar 
with solar saving $180 p.a and gas $90 p.a relative to ’business as usual’ (as people shift 
from more expensive electric hot water), giving an average saving of $126 p.a31. It has also 
been assumed that gas hot water systems costs $200 extra (annualised cost $20) and solar 
costs $2000 extra (but over 20 year life this is $200 p.a) giving a weighted annualised cost 
of $92. Net annual saving is $34. 
Hot water use Numerous studies show that water efficient showerheads cut hot water bills by up to 20 per 
cent and internal water usage by a similar proportion, with a typical payback period of less 
than one year. Indeed, such products are offered free of charge by some energy retailers 
under some circumstances. Low cost measures such as cold water washing and shorter 
showers could add to these savings.
Heating and 
cooling
Where heating is an issue, or where air conditioners are already installed, replacement by a 
small capacity best technology split system air conditioner may also make financial sense. 
For example a 9.5 star Mitsubishi Heavy Industries unit with heating capacity of 3 kW uses 
a maximum of 500 watts of electricity while producing more heat than a 2.4 kW electric fan 
heater or oil filled heater unit. At an installed cost of $1600 (which could be reduced by bulk 
purchases) it would only need to replace the use of such a heater for around 600 hours 
each year to achieve a 10 year payback period. 
An average household is assumed to spend $3000 on efficiency improvements – annualised 
over a 50 year building life this is $60 p.a cost. It is assumed that savings on heating will be 
around $100 p.a and cooling $30 p.a, giving a total saving of $130 p.a and a net annualised 
saving of $70. Low cost measures such as draught proofing, more careful management of 
indoor temperatures etc could add to the savings.
Standby Reducing standby power usage by 70 per cent would save around $60 p.a and cost less than 







Efficiency improvements can dramatically reduce 
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home will be 
significantly 
better off, despite 
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Market failures 
and possible policy 
responses 




































































needed to assist 
home owners”
























Improve energy efficiency for households by addressing 
awareness and behaviour, home modifications, standards 
for buildings and appliances, and upgrades for equipment 
and appliances.















3. Facilitate retrofits for all existing homes with innovative financing 

























4. Ensure new appliances include features that reduce energy and water 
consumption. Provide consistent information on labels for appliances and 
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7. Introduce mandatory energy and water efficiency standards in all 














Implement an equitable and efficient emissions trading scheme 
that drives emission reduction. A well designed emissions 
trading scheme should have environmental integrity, provide 
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